
2. Set PSATW= (IV.B.1) / (III.B.2.b).

V. Define Small System

A system is defined to be small if S2_HHSUB < 1000.

VI. Determine Factors that Explain B1
Gimit sample to regulated franchises)

A. Discuss demographics data

B. Run a stepwise regression with LN(B1) as the LHS variable and a
variety of RHS variables.

1. The RHS variables contain various system and franchise
characteristics, from S2 and S5, percentages of subscribers
receiving additional services, equipment, installations, etc., from
S7, the number of channels on the lowest priced tier, the percent
of lowest priced tier channels that are satellite, and measures of
the number and types of channels on higher tiers.

2. Some variables are entered after taking logs (e.g., number of
channels) and others without taking logs (e.g., percent satellite)

C. Determine Competitive Adjustment to B1

1. Augment regulated sample with effectively competitive sample.

2. For the augmented sample, run a regression on LN(B1) using
factors determined as important above and include a dummy
variable identifying effectively competitive franchises.

3. Coefficient on effectively competitive dummy variable is
competitive adjustment.

D. Robust Results

1. Number of channels and percent satellite are important
explanatory variables.

2. Other variables are oflesser importance and/or less consistent.
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VIII. Determine Starting Point on B1 Distribution
Gimit sample to regulated systems)

A. Choose factors to normalize prices based on VI.

1. Number of channels on lowest tier.

2. Percent of channels on lowest tier that are satellite.

3. Whether system is > 1000 subscribers.

B. Run regression

LN (Bl) = BO + B1 LN (S7_1TTOT) + B2 (S7_1SAT I S7_1TTOT)
+ B3 (S2_HHSUB<1000).

C. Normalize B1 for each franchise in the regulated sample to a
particular number of channels and percent satellite;

Bli norm= EXP[LN(B1i) + b1 (LN(#) - LN(S7_1TTOTj»
+ b2 (% - S7 lSAT I S7 1TTOT)]- -
where # is the normalizing number of channels and % is the
normalizing percent satellite. (Initial # and % are arbitrary.)

D. Divide the regulated sample into 2 groups.

LARGE
SMALL

S2_HHSUB ~ 1000
S2_HHSUB < 1000

E. Within each group, sort the franchises in terms ofB1 norm.

F. Using subscriber weights for each ranked franchise, (S7_1TS), find the
desired percentile ofB1 norm, i.e., that value ofB1 norm such that the
desired percentile of subscribers are below this value.

G. Repeat for other values of# and %. (One channel intervals for number
of channels, 5-percentage point intervals for percent satellite.)

IX. Determine Median Value of B2

A. Factors that explain B2 are similar to factors that explain B1.

B. Factors to normalize prices:

1. Subscriber-weighted number of regulated channels.
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2. Subscriber-weighted number of satellite channels as a
percentage of the subscriber-weighted number of regulated
channels.

3. Whether system is> 1000 subscribers.

C. Follow same methodology for determining percentile value ofB1.

NOTES

Unrevised data has following changes

(i) OR0219 - 2nd franchise

(ii) NC0898 - 1st franchise

S5_PABOV = 76.7
S5_PBELO = 23.3

S5_SC4CO =N

Revised data has following additional changes

(i) FL0492 - 1st & 2nd franchises S7_lMC = 0.00

(ii) NE0111 - 1st & 2nd franchises S7_1MC = 0.00

(iii) VA0560 - 1st franchise

(iv) NE0111 - 2nd franchise

S7_FYNRE = 60
S7_2TS = 674

S5_HHSUB = 2716
S7_FYNIP = 1800
S7_FYNDI = 600
S7_FYNRE =0
S7_FYACB = 1100
S7_FYARC = 1000
S7_FYAAO = 1600
S7_FYATC = 0
S7_1TS = 2716
S7_2TS = 2672
S7_3TS = 2655

(v) Entries over $100,000,000 in the S3_TOTRE field were inadvertently
changed to blanks in the file submitted to the Commission on Monday.
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EX PARTE OR LATE FILED MM Docket No. 92-266

METHOD OF COMPUTING Bl AND B2

RECEIVED

MAR 1~ 1993

FEDERAl. ea.tUUNlCATK*SC()I,IISSION
CJFlCECfTHE mETARY

1. Define Relevant Samples

A. Regulated Sample

A franchise observation is considered part of this sample if CP_SAMPL
contains an R or T ml.d ifS5_SC4CO is N or NB and ifRECORDTY = 1.

B. Effectively Competitive Sample

A franchise observation is considered part of this sample ifS5_SC4CO
is A, B, or C, regardless of CP_SAMPL or RECORDTY.

II. Treatment ofFranchise Fees

A. If the franchise fee is a separate line item (S6_FEESE=Y) then assume
that no franchise fees are included in any rates or fees.

B. If the franchise fee is not a separate line item (S6_FEESE=N) then net
out franchise fee depending upon what type of fee is paid.

1. Per subscriber: subtract 1/12 of annual per subscriber fee from
lowest tier rate;
S7_1MC - (S6_PERSUI12).

2. Fee on basic subscriber revenue: multiply lowest tier rate by 1
minus basic subscriber revenue franchise fee;
S7_lMC x (1- S6_PBASllOO).

3. Fee on total subscriber revenue: multiply all tiers of service and
all equipment, installations, service changes, etc. by 1 minus
total subscriber revenue franchise fee;
(revenue source) x (l - S6_PrOT/lOO).

III. Compute Price Per Channel

A. Lowest Tier

Bl = S7_1MC adjusted for franchise fees divided by S7_1TTOT.



B. All Regulated Services and Equipment

1. Define EQUIP as the average monthly revenue per lowest tier
subscriber from all regulated equipment, additional outlets,
installations, etc.;

EQUIP = (87_lFEE x 87_FYNIP/12
+ 87_DFEE x 87_FYND1/12
+ 87_RFEE x 87_FYNREI12
+ 87_TCFEE x S7_FYATC/12
+ 87_CRENT x 87_FYACB
+ S7_RRENT x S7_FYARC
+ 87 AOFEE x S7 FYAAO)- -
divided by S7_1TS.

(Installations)
(Disconnects)
(Reconnects)
(Tier Changes)
(Converters)
(Remotes)
(Additional Outlets)

2. B2 is defined as average monthly regulated revenue per
subscriber per subscriber-weighted number of channels.

a. Average monthly regulated revenue per subscriber is

[(S7_1MC+EQUIP) x S7_ITS + S7_2MC xS7_2TS
+ S7_3MC x 87_3T8J divided by 87_ITS,

where all franchise fees have been netted out ofS7_1MC,
S7_2MC, S7_3MC, and EQUIP.

b. Subscriber-weighted number of channels is

[S7_1TTOT x 87_ITS + 87_2TTOT x 87_2TS
+ S7_3TTOT x 87_3TS] divided by S7_ITS.

c. B2 =(a) / (b).

IV. Define Percentage of Channels that are Satellite

A. Lowest Priced Tier

Set PSATI = 87_1SAT / S7_1TTOT

B. All Tiers

1. Define subscriber-weighted number of satellite channels as
(S7_1TS xS7_1SAT + S7_2TS xS7_2SAT
+ S7_3TS x S7_3SAT) /87_1TS

2



2. Set PSATW= (N.B.l) / (III.B.2.b).

V. Define Small System

A system is defined to be small ifS2_HHSUB < 1000.

VI. Determine Factors that Explain B1
Uimit sample to regulated franchises)

A. Discuss demographics data

B. Run a stepwise regression with LN(B1) as the LHS variable and a
variety ofRHS variables.

1. The RHS variables contain various system and franchise
characteristics, from S2 and S5, percentages of subscribers
receiving additional services, equipment, installations, etc., from
S7, the number of channels on the lowest priced tier, the percent
of lowest priced tier channels that are satellite, and measures of
the number and types of channels on higher tiers.

2. Some variables are entered after taking logs (e.g., number of
channels) and others without taking logs (e.g., percent satellite)

C. Determine Competitive Adjustment to B1

1. Augment regulated sample with effectively competitive sample.

2. For the augmented sample, run a regression on LN(Bl) using
factors determined as important above and include a dummy
variable identifying effectively competitive franchises.

3. Coefficient on effectively competitive dummy variable is
competitive adjustment.

D. Robust Results

1. Number of channels and percent satellite are important
explanatory variables.

2. Other variables are oflesser importance and/or less consistent.

3



VIII. Determine Starting Point on B1 Distribution
Uimit sample to regulated systems)

A. Choose factors to normalize prices based on VI.

1. Number of channels on lowest tier.

2. Percent of channels on lowest tier that are satellite.

3. Whether system is> 1000 subscribers.

B. Run regression

LN (Bl) = 130 + 131 LN (S7_1TTOT) + 132 (S7_1SAT / S7_1TTOT)
+ 133 (S2_HHSUB<1000).

C. Normalize B1 for each franchise in the regulated sample to a
particular number of channels and percent satellite;

Bli norm= EXP[LN(Bli) + bl (LN(#)- LN(S7_1TrOTi»
+ b2 (% - S7_lSAT I S7_1TTOT)]

where # is the normalizing number of channels and % is the
normalizing percent satellite. (Initial # and % are arbitrary.)

D. Divide the regulated sample into 2 groups.

LARGE
SMALL

S2_HHSUB ~ 1000
S2_HHSUB < 1000

E. Within each group, sort the franchises in terms ofB1 norm.

F. Using subscriber weights for each ranked franchise, (S7_1TS), find the
desired percentile ofBl norm, i.e., that value ofB1 norm such that the
desired percentile of subscribers are below this value.

G. Repeat for other values of# and %. (One channel intervals for number
of channels, 5-percentage point intervals for percent satellite.)

IX. Determine Median Value of B2

A. Factors that explain B2 are similar to factors that explain B1.

B. Factors to normalize prices:

1. Subscriber-weighted number of regulated channels.
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2. Subscriber-weighted number of satellite channels as a
percentage of the subscriber-weighted number of regulated
channels.

3. Whether system is> 1000 subscribers.

C. Follow same methodology for determining percentile value of B1.

NOTES

Unrevised data has following changes

(i) OR0219 - 2nd franchise

(ii) NC0898 - 1st franchise

S5_PABOV = 76.7
S5_PBELO = 23.3

S5_SC4CO=N

Revised data has following additional changes

(i) FL0492 - 1st & 2nd franchises S7_1MC =0.00

(li) NE0111 - 1st & 2nd franchises S7_1MC = 0.00

(iii) VA0560 - 1st franchise

(iv) NE0111 - 2nd franchise

S7_FYNRE = 60
S7_2TS = 674

S5_HHSUB = 2716
S7_FYNIP = 1800
S7_FYNDI =600
S7_FYNRE = 0
S7_FYACB = 1100
87_FYARC = 1000
S7_FYAAO = 1600
S7_FYATC =0
S7_1TS = 2716
S7_2T8 = 2672
87_3T8 =2655

(v) Entries over $100,000,000 in the 83_TOTRE field were inadvertently
changed to blanks in the file submitted to the Commission on Monday.
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EX PARTE OR LATE FILED MM Docket No. 92-266

RECEIVED
METHOD OF COMP1ITING Bl AND B2 MAR' 8 1993

I. Define Relevant Samples

FEDERAl.caAUUtDT~ScaaMISSION
<JACHlFTHE mETARY

A. Regulated Sample

A franchise observation is considered part of this sample ifCP_SAMPL
contains an R or T and ifS5_SC4CO is Nor NB and ifRECORDTY = 1.

B. Effectively Competitive Sample

A franchise observation is considered part of this sample ifS5_SC4CO
is A, B, or C, regardless of CP_SAMPL or RECORDTY.

II. Treatment of Franchise Fees

A. If the franchise fee is a separate line item (S6_FEESE=Y) then assume
that no franchise fees are included in any rates or fees.

B. If the franchise fee is not a separate line item (S6_FEESE=N) then net
out franchise fee depending upon what type of fee is paid.

1. Per subscriber: subtract lJ12 ofannual per subscriber fee from
lowest tier rate;
S7_lMC - (S6_PERSUIl2).

2. Fee on basic subscriber revenue: multiply lowest tier rate by 1
minus basic subscriber revenue franchise fee;
S7_1MC x (1- S6_PBASl100).

3. Fee on total subscriber revenue: multiply all tiers of service and
all equipment, installations, service changes, etc. by 1 minus
total subscriber revenue franchise fee;
(revenue source) x (l - S6_PTOTIlOO).

III. Compute Price Per Channel

A. Lowest Tier

Bl = S7_1MC adjusted for franchise fees divided by S7_1TTOT.



B. All Regulated Services and Equipment

1. Define EQUIP as the average monthly revenue per lowest tier
subscriber from all regulated equipment, additional outlets,
installations, etc.;

EQUIP = (87_1FEE x 87_FYNIP/12
+ S7_DFEE x S7_FYNDI/12
+ S7_RFEE x S7_FYNRE/12
+ 87_TCFEE x S7_FYATC/12
+ S7_CRENT x S7_FYACB
+ S7_RRENT x S7_FYARC
+ S7_AOFEE x S7_FYAAO)
divided by S7_1TS.

(Installations)
(Disconnects)
(Reconnects)
(Tier Changes)
(Converters)
(Remotes)
(Additional Outlets)

2. B2 is defined as average monthly regulated revenue per
subscriber per subscriber-weighted number of channels.

a. Average monthly regulated revenue per subscriber is

[(S7_1MC+EQUIP) x S7_ITS + S7_2MC xS7_2TS
+ S7_3MC x 87_3T8] divided by S7_ITS,

where all franchise fees have been netted out of S7_1MC,
87_2MC, S7_3MC, and EQUIP.

b. Subscriber-weighted number of channels is

[S7_1TrOT x S7_ITS + 87_2TrOT x S7_2TS
+ 87_3TrOT x 87_3T8] divided by S7_ITS.

c. B2 =(a) / (b).

IV. Define Percentage of Channels that are Satellite

A. Lowest Priced Tier

B. All Tiers

1. Define subscriber-weighted number of satellite channels as
(87_1TS x 87_1SAT + S7_2TS x 87_28AT
+ 87_3T8 x 87_38AT) / 87_1T8

2



2. Set PSATW= (IV.B.1) I (III.B.2.b).

V. Define Small System

A system is defined to be small ifS2_HHSUB < 1000.

VI. Determine Factors that Explain B1
Oimit sample to regulated franchises)

A. Discuss demographics data

B. Run a stepwise regression with LN(B1) as the LHS variable and a
variety ofRHS variables.

1. The RHS variables contain various system and franchise
characteristics, from S2 and S5, percentages of subscribers
receiving additional services, equipment, installations, etc., from
S7, the number of channels on the lowest priced tier, the percent
of lowest priced tier channels that are satellite, and measures of
the number and types of channels on higher tiers.

2. Some variables are entered after taking logs (e.g., number of
channels) and others without taking logs (e.g., percent satellite)

C. Determine Competitive Adjustment to Bl

1. Augment regulated sample with effectively competitive sample.

2. For the augmented sample, run a regression on LN(Bl) using
factors determined as important above and include a dummy
variable identifying effectively competitive franchises.

3. Coefficient on effectively competitive dummy variable is
competitive adjustment.

D. Robust Results

1. Number of channels and percent satellite are important
explanatory variables.

2. Other variables are oflesser importance and/or less consistent.

3



VIII. Determine Starting Point on B1 Distribution
Uimit sample to regulated systems)

A. Choose factors to normalize prices based on VI.

1. Number ofchannels on lowest tier.

2. Percent of channels on lowest tier that are satellite.

3. Whether system is > 1000 subscribers.

B. Run regression

LN (B1) = 60 + 61 LN (S7_1TI'OT) + 62 (S7_1SAT / S7_1TI'OT)
+ 63 (S2_HHSUB<1000).

C. Normalize B1 for each franchise in the regulated sample to a
particular number of channels and percent satellite;

Bli norm= EXP[LN(Bli) + b1 (LN(#) - LN(S7_1TTOTj)
+ b2 (% - S7_1SAT / S7_1TTOT)]

where # is the normalizing number of channels and % is the
normalizing percent satellite. (Initial # and % are arbitrary.)

D. Divide the regulated sample into 2 groups.

LARGE
SMALL

S2_HHSUB ~ 1000
S2_HHSUB < 1000

E. Within each group, sort the franchises in terms ofB1 norm.

F. Using subscriber weights for each ranked franchise, (S7_1TS), find the
desired percentile ofB1 norm, i.e., that value ofB1 norm such that the
desired percentile of subscribers are below this value.

G. Repeat for other values of # and %. (One channel intervals for number
of channels, 5-percentage point intervals for percent satellite.)

IX. Determine Median Value ofB2

A. Factors that explain B2 are similar to factors that explain B1.

B. Factors to normalize prices:

1. Subscriber-weighted number of regulated channels.
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2. Subscriber-weighted number of satellite channels as a
percentage of the subscriber-weighted number of regulated
channels.

3. Whether system is > 1000 subscribers.

C. Follow same methodology for determining percentile value ofBl.

NOTES

Unrevised data has following changes

(i) OR0219 - 2nd franchise

(ii) NC0898 - 1st franchise

S5_PABOV = 76.7
S5_PBELO = 23.3

S5_SC4CO =N

(iii) VA0560 - 1st franchise

(iv) NE0111 - 2nd franchise

Revised data has following additional changes

(i) FL0492 - 1st & 2nd franchises S7_lMC = 0.00

(ii) NE0111 - 1st & 2nd franchises S7_1MC = 0.00

S7_FYNRE =60
S7_2TS = 674

S5_HHSUB = 2716
S7_FYNIP = 1800
S7_FYNDI = 600
S7_FYNRE =0
S7_FYACB = 1100
S7_FYARC = 1000
S7_FYAAO = 1600
S7_FYATC =0
S7_1TS = 2716
S7_2TS =2672
S7_3TS = 2655

(v) Entries over $100,000,000 in the S3_TOTRE field were inadvertently
changed to blanks in the file submitted to the Commission on Monday.
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EX PARTE OR LATE FILED MM Docket No. 92-266

RECEIVED
METHOD OF COMPUTING Bl AND B2 MAR 1~ 1993

FEDERAl.CalAUNlCA~ScaAMlSSlON
(JFK~HlF THE mETARY

I. Define Relevant Samples

A. Regulated Sample

A franchise observation is considered part of this sample if CP_SAMPL
contains an R or T and ifS5_SC4CO is N or NB and ifRECORDTY = 1.

B. Effectively Competitive Sample

A franchise observation is considered part of this sample ifS5_SC4CO
is A, B, or C, regardless of CP_SAMPL or RECORDTY.

II. Treatment ofFranchise Fees

A. If the franchise fee is a separate line item (S6_FEESE=y) then assume
that no franchise fees are included in any rates or fees.

B. If the franchise fee is not a separate line item (S6_FEESE=N) then net



B. All Regulated Services and Equipment

1. Define EQUIP as the average monthly revenue per lowest tier
subscriber from all regulated equipment, additional outlets,
installations, etc.;

EQUIP = (S7_lFEE x S7_FYNIP/12
+ 87_DFEE x S7_FYNDI/12
+ 87_RFEE x S7_FYNRE/12
+ 87_TCFEE x S7_FYATC/12
+ 87_CRENT x S7_FYACB
+ 87_RRENT x S7_FYARC
+ 87_AOFEE x 87_FYAAO)
divided by S7_ITS.

(Installations)
(Disconnects)
(Reconnects)
(Tier Changes)
(Converters)
(Remotes)
(Additional Outlets)

2. B2 is defined as average monthly regulated revenue per
subscriber per subscriber-weighted number of channels.

a. Average monthly regulated revenue per subscriber is

[(S7_1MC+EQUIP) x S7_ITS + S7_2MC xS7_2TS
+ S7_3MC x S7_3TS] divided by S7_ITS,

where all franchise fees have been netted out of S7_lMC,
S7_2MC, S7_3MC, and EQUIP.

b. Subscriber-weighted number of channels is

[S7_1TTOT x S7_ITS + S7_2TTOT x S7_2TS
+ S7_3TTOT x S7_3TS] divided by S7_ITS.

c. B2 =(a) / (b).

IV. Define Percentage of Channels that are Satellite

A. Lowest Priced Tier

B. All Tiers

1. Define subscriber-weighted number of satellite channels as
(S7_1TS x S7_1SAT + S7_2TS x S7_2SAT
+ S7_3TS x S7_3SAT) / S7_1TS

2



2. Set PSATW= (IV.B.l) / (III.B.2.b).

v. Define Small System

A system is defined to be small ifS2_HHSUB < 1000.

VI. Determine Factors that Explain B1
Oimit sample to regulated franchises)

A. Discuss demographics data

B. Run a stepwise regression with LN(B1) as the LHS variable and a
variety ofRHS variables.

1. The RHS variables contain various system and franchise
characteristics, from S2 and S5, percentages of subscribers
receiving additional services, equipment, installations, etc., from
S7, the number of channels on the lowest priced tier, the percent
of lowest priced tier channels that are satellite, and measures of
the number and types of channels on higher tiers.

2. Some variables are entered after taking logs (e.g., number of
channels) and others without taking logs (e.g., percent satellite)

C. Determine Competitive Adjustment to B1

1. Augment regulated sample with effectively competitive sample.

2. For the augmented sample, run a regression on LN(B1) using
factors determined as important above and include a dummy
variable identifying effectively competitive franchises.

3. Coefficient on effectively competitive dummy variable is
competitive adjustment.

D. Robust Results

1. Number of channels and percent satellite are important
explanatory variables.

2. Other variables are oflesser importance and/or less consistent.

3



VIII. Determine Starting Point on B1 Distribution
Qimit sample to regulated systems)

A. Choose factors to normalize prices based on VI.

1. Number of channels on lowest tier.

2. Percent of channels on lowest tier that are satellite.

3. Whether system is > 1000 subscribers.

B. Run regression

LN (B1) = 60 + 61 LN (S7_1TTOT) + 62 (S7_1SAT / S7_1TTOT)
+ 63 (S2_HHSUB<1000).

C. Normalize B1 for each franchise in the regulated sample to a
particular number of channels and percent satellite;

Bli norm= EXP[LN(Bli) + b1 (LN(#)- LN(S7_1TTOTi»
+ b2 (% - S7_1SAT / S7_1TTOT)]

where # is the normalizing number of channels and % is the
normalizing percent satellite. (Initial # and % are arbitrary.)

D. Divide the regulated sample into 2 groups.

LARGE
SMALL

S2_HHSUB ~ 1000
S2_HHSUB < 1000

E. Within each group, sort the franchises in terms ofB1 norm.

F. Using subscriber weights for each ranked franchise, (S7_ITS), find the
desired percentile ofB1 norm, i.e., that value ofB1 norm such that the
desired percentile of subscribers are below this value.

G. Repeat for other values of# and %. (One channel intervals for number
of channels, 5-percentage point intervals for percent satellite.)

IX. Detennine Median Value of B2

A. Factors that explain B2 are similar to factors that explain B1.

B. Factors to normalize prices:

1. Subscriber-weighted number of regulated channels.
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2. Subscriber-weighted number of satellite channels as a
percentage of the subscriber-weighted number ofregu}ated
channels.

3. Whether system is > 1000 subscribers.

C. Follow same methodology for determining percentile value ofB1.

NOTES

Unrevised data has following changes

(i) OR0219 - 2nd franchise

(ii) NC0898 - 1st franchise

S5_PABOV = 76.7
S5_PBELO = 23.3

S5_SC4CO =N

Revised data has following additional changes

(i) FL0492 - 1st & 2nd franchises S7_lMC = 0.00

(ii) NE0111 - 1st & 2nd franchises S7_1MC = 0.00

(iii) VA0560 - 1st franchise

(iv) NE0111 - 2nd franchise

S7_FYNRE = 60
S7_2TS = 674

S5_HHSUB = 2716
S7_FYNIP = 1800
S7_FYNDI = 600
S7_FYNRE =0
S7_FYACB = 1100
S7_FYARC = 1000
S7_FYAAO = 1600
S7_FYATC = 0
S7_1TS = 2716
S7_2TS = 2672
S7_3TS = 2655

(v) Entries over $100,000,000 in the S3_TOTRE field were inadvertently
changed to blanks in the file submitted to the Commission on Monday.
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Revisions Made to FCC Cable Survey Database
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